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OFFICE OF THE GOVERNOR

DEPARTMENT OVERVIEW

This Joint Budget Committee staff budget briefing document includes the following offices and
agencies within the Office of the Governor:

The Office of the Governor (division) oversees operation of the executive branch of State
government including coordination, direction, and planning of agency operations. The Office
represents the State, and serves as a liaison with local and federal governments. Includes the
core functions of a traditional executive director’s office, the Colorado Energy Office, and the
Office of Marijuana Coordination;

The Office of the Lieutenant Governor directly oversees the Colorado Commission of Indian
Affairs, Commission on Community Service, and other initiatives. The Lieutenant Governor
temporarily takes the Governot's place if the Governor is out of Colorado or is unable to
perform his/her duties.

The Office of State Planning and Budgeting (OSPB) develops executive branch budget
requests, reviews and analyzes departmental expenditures, and prepares quarterly revenue and
economic estimates for the state. Additionally, the Office implements the Results First initiative,
a cost benefit analysis model initially developed by the Washington State Institute for Public
Policy, and now supported by the Pew Charitable Trusts and the MacArthur Foundation, that
aims to determine the monetary value of State policies and programs;

The Office of Economic Development and International Trade (OEDIT) assists in
strengthening Colorado's prospects for long-term economic growth by providing broad-based
support to businesses. The Office’s support services include business funding and incentives,
promotion of creative industries, international trade assistance, tourism promotion, minority
business assistance, key industry promotion (including advanced industries, aerospace, and
health and wellness), and film, television, and media industry development; and

The Governor’s Office of Information Technology (OIT) is responsible for the operation
and delivery of all information and communications technology services across State executive
branch agencies. The Office is tasked with providing information technology services, as well as
promoting Colorado as the ideal location for information technology companies and
technology-based workers.
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DEPARTMENT BUDGET: RECENT APPROPRIATIONS

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $34,983,120 $41,871,028 $35,996,004 $39,458,936
Cash Funds 41,899,571 42,239,163 43,978,954 47,861,019
Reappropriated Funds 210,000,641 181,708,763 220,765,787 237,922,358
Federal Funds 6,440,371 6,492,609 6,511,867 6,481,020

TOTAL FUNDS $293,323,703 $272,311,563 $307,252,612 $331,723,333
Full Time Equiv. Staff 1,073.1 1,088.7 1,090.0 1,106.0
*Requested appropriation.
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DEPARTMENT BUDGET: GRAPHIC OVERVIEW

Department's Share of Statewide
General Fund
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Department Funding Sources
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All charts are based on the FY 2016-17 appropriation.
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Distribution of Total Funds by Division

75.0% Information Technologr

6.9% Govemeor
\0.2% Lt. Govemor
0.7% OSPB

19.2% Economic Development

Distribution of General Fund by Division

12.9% Informaticn Technologr
71.0% Eccnomic Development

15.1% Govemor
1.2% Lt. Govemor
1.8% OSPB

All charts are based on the FY 2016-17 appropriation.
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GENERAL FACTORS DRIVING THE BUDGET

Funding for this department consists of 11.7 percent General Fund, 14.3 percent cash funds, 71.9
percent reappropriated funds, and 2.1 percent federal funds for the current FY 2016-17
appropriation. Some of the major factors driving the Department's budget are discussed below.

OFFICE OF THE GOVERNOR (DIVISION)

Office of the Governor (division) Recent Appropriations

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $6,584,160 $6,124,354 $4,703,539 $4,876,707
Cash Funds 11,675,566 12,205,245 11,898,892 13,171,332
Reappropriated Funds 19,668,956 684,171 563,706 876,105
Federal Funds 3,876,657 3,868,011 3,008,145 3,877,298

TOTAL FUNDS $41,805,339 $22,881,781 $21,074,282 $22,801,442
Full Time Equiv. Staff 67.1 67.1 65.7 64.7

*Requested appropriation.

CENTRALLY APPROPRIATED LINE ITEMS

The budget for the Office of the Governor (division) is driven by the centrally appropriated line
items (e.g. health, life, and dental insurance coverage, short-term disability payments, and payments
to PERA) supporting over 150 staff within several agencies of the department. The amount of
funding provided is determined by common policies adopted by the General Assembly. Prior to FY
2015-16, the appropriations for centrally appropriated line items included moneys to support the
employees of the Governor’s Office of Information Technology. Beginning in FY 2015-16,
appropriations supporting this purpose were moved to the Governor’s Office of Information
Technology division. This resulted in a decrease of $23.4 million reappropriated funds in this
division and an increase of a like amount in the Governor’s Office of Information Technology
division.

COLORADO ENERGY OFFICE

The Colorado Energy Office (CEO) has historically been funded with federal money associated with
weatherization projects and petroleum violation escrow funds (PVE) awarded to the State beginning
in the early 1980s. PVE is a fixed source of funding, with a total allocation to Colorado of $70.5
million. In preparation for the depletion of PVE funds, CEO migrated funding for its programs to
alternative sources, such as limited gaming tax revenue, which were later eliminated due to the influx
of federal money from the American Recovery and Reinvestment Act of 2009 (ARRA). Under
federal guidelines, the Office exhausted the ARRA money by the end of FY 2011-12.

To address the future of the Office, H.B. 12-1315 (Reorganization Of Governor's Energy Office)
changed the statutory mission of CEO from promoting renewable energy and energy efficiency to
encouraging all sources of energy development and created to dedicated funding streams to support
the Office (Clean and Renewable Energy Cash Fund and the Innovative Energy Fund). Today, the
budget for CEO is steered by transfers of money from severance tax revenue and the General Fund
into numerous cash funds, per statute. The primary transfers that fund the operations of the agency
are as follows:
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Colorado Energy Office Cash Fund Transfers

Cash Fund Source Amount Final Statutory Transfer
Weatherization Low-Income Energy Assistance Fund Severance Tax, Tier 2 *$6,500,000 July 1, 2018
Energy Outreach Low-Income Energy Assistance Fund Severance Tax, Tier 2 *3,250,000 July 1, 2018
Clean and Renewable Energy Fund General Fund 1,600,000 July 1, 2016
Innovative Energy Fund Severance Tax, Off-the-top 1,500,000 July 1, 2016
Public School Energy Efficiency Fund Severance Tax, Interest 210,000 September 1, 2015

*Under current law, the amount available for FY 2016-17 and FY 2017-18 is forecast to be zero.

For more information on the Colorado Energy Office and its current funding, see staff’s briefing issue in this document
entitled “Funding the Colorado Energy Office” and *“Appendix E Colorado Energy Office RFI Response.”

OFFICE OF MARIJUANA POLICY COORDINATION

The Office of Marijuana Policy Coordination is housed within the Office of the Governor
(division). The unit received an appropriation of $191,590 and 2.0 FTE for FY 2016-17 from the
Marijuana Tax Cash Fund. Moneys in the Fund are generated from taxes collected from the sale of
recreational and medicinal marijuana. The FY 2017-18 budget request seeks to close the Office of
Marijuana Coordination and transfer $97,199 cash funds from the Marijuana Tax Cash Fund and 1.0
FTE to the Office of the Governor for long-term cross-agency coordination.

OFFICE OF THE LIEUTENANT GOVERNOR

Office of the Lieutenant Governor Recent Appropriations

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $316,223 $429,386 $439,027 $439,027
Cash Funds 1,184 1,184 1,184 1,184
Reappropriated Funds 0 218,825 218,825 218,825
Federal Funds 0 0 0 0

TOTAL FUNDS $317,407 $649,395 $659,036 $659,036
Full Time Equiv. Staff 5.0 6.0 6.0 6.0

*Requested appropriation.

Base funding for the Office of the Lieutenant Governor has remained relatively constant in recent
fiscal years at a level of $0.3 million total funds, with nearly all money coming from the General
Fund. Beginning in FY 2015-16, the General Assembly provided an increase in appropriations for
two special projects.

Senate Bill 15-290 (Colorado Student Leaders Institute) created the Colorado Student Leaders
Institute, a competitive summer residential education program for high school students. The
initiative is funded by a transfer of $218,825 from the Department of Education’s State
Education to the Office. The moneys are used to pay for the administration (1.0 FTE) and per
student costs of the Institute. This program is repealed on July 1, 2019.

Serve Colorado, the Governor’s Commission on Community Service, received an ongoing
increase of $100,000 General Fund beginning in FY 2015-16. The initiative seeks to build a
culture of civic engagement in the state by working in partnership with community-based
organizations. Serve Colorado works under the leadership of a board of 15 Commissioners to
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distribute and administer Colorado’s allocation of AmeriCorps State funding from the
Corporation for National and Community Service.

OFFICE OF STATE PLANNING AND BUDGETING (OSPB)

Office of State Planning and Budgeting Recent Appropriations

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $467,297 $787,132 $638,174 $1,138,174
Cash Funds 176,454 0 0 0
Reappropriated Funds 1,519,721 1,546,654 1,578,088 1,578,088
Federal Funds 0 0 0 0

TOTAL FUNDS $2,163,472 $2,333,786 $2,216,262 $2,716,262
Full Time Equiv. Staff 19.5 19.5 20.5 20.5

*Requested appropriation.

Base funding for the Office of State Planning and Budgeting has remained relatively constant in
recent fiscal years at a level of approximately $1.5 million reappropriated funds transferred to the
agency from the collection of Statewide indirect costs in other departments. Additionally, the
General Assembly has provided funding to the Office for a variety of special projects in recent years,
increasing General Fund appropriations gradually from zero in FY 2011-12 to $0.6 million in FY
2016-17. These projects have included a prison utilization study, the implementation of a
continuous incremental process improvement program known as lean, and the implementation of a
cost-benefit analysis tool dubbed Results First. For FY 2017-18, the Office requests a General
Fund increase of $500,000 to provide additional process improvement training opportunities for
State employees.

OFFICE OF ECONOMIC DEVELOPMENT AND INTERNATIONAL TRADE
(OEDIT)

Oftice of Economic Development and International Trade Recent Appropriations

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $23,132,094 $27,836,093 $25,563,807 $22,586,489
Cash Funds 28,795,439 28,781,806 30,827,950 32,327,950
Reappropriated Funds 189,336 91,520 85,291 85,291
Federal Funds 2,442,714 2,503,598 2,482,722 2,482,722

TOTAL FUNDS $54,559,583 $59,213,017 $58,959,770 $57,482,452

Full Time Equiv. Staff 55.6 60.3 60.3 62.3

*Requested approptiation.

Funding for the Office of Economic Development and International Trade (OEDIT) is heavily
dependent on cash funds. Much of the increase in cash funds occurred in the 2006 legislative session
through the passage of H.B. 06-1201 (Increase Limited Gaming Funds for Tourism). The legislation
increased the amount of Limited Gaming Fund money transferred to the Colorado Travel and
Tourism Promotion Fund, and authorized additional transfers to the newly created State Council on
the Arts Cash Fund, Film Operations and Incentives Cash Fund, and the New Jobs Incentives Cash
Fund.
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Revenues available for transfer to the Limited Gaming Fund vary considerably from year to year.
Senate Bill 13-133 (Distribution of State Share of Ltd Gaming Revenues) modified the distribution
of the State share of the Limited Gaming Fund to bring more consistency to the transfers.
Specifically, the bill amended the distribution to various cash funds at the close of each fiscal year
from a percentage-based amount to a fixed-dollar amount.

LIMITED GAMING TAX REVENUE TRANSFERS TO
OEDIT PER S.B. 13-133

Travel and Toutrism Promotion Fund $15,000,000
Advanced Industries $5,500,000
Creative Industries $2,000,000
Film, TV, and Media $500,000

In addition to limited gaming tax revenue, for FY 2016-17, the legislature provided OEDIT with
$5.0 million General Fund to provide new job creation incentives for companies relocating to
Colorado and expanding in Colorado, $4.0 million General Fund for tourism promotion, $3.1
million General Fund to accelerate the development of advanced industries in the state, and $3.0
million General Fund to provide job creation incentives for the film industry (for more information on
film incentives, see “Appendix F Economic Development Film Incentives™).

It is important to note that OEDIT is also responsible for implementing the State’s Job Growth
Incentive Tax Credit program established via H.B. 09-1001 (Income Tax Credit For CO Job
Growth). The incentive provides a State income tax credit equal to 50.0 percent of the Federal
Insurance Contributions Act (FICA) money paid by the business on the net job growth for each
calendar year in the credit period. Businesses need to create at least 20 new jobs in Colorado, with an
average yearly wage of at least 110 percent of the county average wage rate based on where the
business is located, and all new jobs must be maintained for at least one year after the positions are
hired to qualify. For FY 2015-16, tax credits in the amount of $12.6 million were issued based on the
creation of 4,086 jobs. During the same time period, 38 projects received approval for up to $149.8
million in tax credits associated with the creation of 9,901 jobs. While the Job Growth Incentive Tax
Credit program does not impact State appropriations, it decreases the amount of General Fund
revenue available to the State for appropriations.

GOVERNOR’S OFFICE OF INFORMATION TECHNOLOGY (OIT)

Governor’s Office of Information Technology Recent Appropriations

FUNDING SOURCE FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 *
General Fund $4,483,346 $6,694,063 $4,651,457 $10,418,539
Cash Funds 1,250,928 1,250,928 1,250,928 2,360,553
Reappropriated Funds 188,622,628 179,167,593 218,319,877 235,164,049
Federal Funds 121,000 121,000 121,000 121,000

TOTAL FUNDS $194,477,902 $187,233,584 $224,343,262 $248,064,141
Full Time Equiv. Staff 925.9 935.8 937.5 952.5

*Requested appropriation.

In May 2007, the Governor issued an executive order to begin centralizing the management of
executive branch information technology resources in the Governor's Office of Information
Technology (OIT). The purpose was to address infrastructure, purchasing, project planning and
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delivery, asset management, and strategic leadership needs. Senate Bill 08-155 (Centralize IT
Management In OIT) statutorily consolidated the responsibility for information technology
oversight of most of the State's executive branch agencies in OIT.

Specifically, S.B. 08-155 transferred several information technology functions and staff positions
from various State agencies to OIT in FY 2008-09. The largest single agency transfer involved
moving the Division of Information Technology from the Department of Personnel and
Administration, along with its 178.8 FTE, to OIT. The Division of Information Technology transfer
included the General Government Computer Center (GGCC), telecommunications coordination,
public safety communications planning and maintenance, and Statewide information technology
management and support functions. Additionally, the Department's FY 2008-09 appropriation
included the transfer of 33.4 FTE from various State agencies to OIT as part of the migration of
agency chief information officers to OIT.

Senate Bill 08-155 also allowed for the transfer of other information technology employees from
State agencies to OIT between July 1, 2008 and July 1, 2012. Per statutory authority, the State Chief
Information Officer, department executive directors, and department chief information officers
jointly identified the additional positions and functions affiliated with the management and
administration of each agency's information technology resources and enterprises to be transferred
to OIT. The Department's FY 2010-11 appropriation included a transfer of 680.7 FTE and $57.7
million from State agencies to OIT.

Funding historically dedicated to the associated information technology staff in specific State
agencies and programs continues to be appropriated to those agencies in order for them to maintain
consistency of program, State, and federal funding streams and reporting standards. Agencies make
payments to OIT for their share of information technology staff payroll costs, including centrally
appropriated items and personal services expenses. The payments are made from an information
technology common policy line item (Payments to OIT) appropriation.

Outside of OIT’s collection of recoverable costs associated with the information technology
common policy, expenses for the operation of the Colorado Benefits Management System (CBMS)
are billed directly to the Department of Human Services and Department of Health Care Policy and
Financing. Beginning with the passage of H.B. 12-1339 (Colorado Benefits Management System
Project), CBMS has played a prominent role in OIT’s annual budget. The bill reappropriated funds
to OIT from the Department of Human Services and the Department of Health Care Policy and
Financing, and implemented a system of oversight for the project.

CBMS MODERNIZATION PROJECT
APPROPRIATIONS TO OIT

FY 2011-12 $8,950,260
FY 2012-13 12,279,762
FY 2013-14 14,571,587
FY 2014-15 35,342,773
TOTAL $71,144,382

For FY 2016-17, OIT received an increase of $22.4 million reappropriated funds transferred from
the Department of Human Services and Department of Health Care Policy and Financing for
operating CBMS.
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The following table summarizes total appropriation levels for OIT for FY 2009-10 through FY
2016-17. This period includes the Office’s budget from the beginning of the consolidation of
information technology personnel resources through the full implementation of the personnel

consolidation.

OFFICE OF INFORMATION TECHNOLOGY - FY 2009-10 THROUGH FY 2016-17

2009-10
FTE 218.8
Change (3.7%)
Appropriation $45.0
Change (3.9%)

2010-11
898.8
310.8%

$122.0
171.1%

(DOLLARS IN MILLIONS)

2011-12
902.8
0.4%

$125.7
3.0%

2012-13
897.5
(0.6%)

$136.3
8.4%

2013-14
920
2.5%

$151.4
11.1%

2014-15
925.9
0.6%

$194.5
28.5%

2015-16
935.8
1.1%

$187.2
(3.8%)

2016-17
937.5
0.2%

$224.3
19.8%

Note, pursuant to S.B. 14-169 (Office Of Information Technology Reports To GA), the Governor’s Office of
Information Technology (OIT) is required to annually submit an inventory and refresh cycle information to the Joint
Budget Committee and the Joint Technology Committee for specific types of information technology assets. To read
staff's summary of the Office’s report submitted on November 1, 2016, please see “Appendix G IT Asset Report.”
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SUMMARY: FY 2016-17 APPROPRIATION &
FY 2017-18 REQUEST

GOVERNOR - LIEUTENANT GOVERNOR - STATE PLANNING AND BUDGETING

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL

FUNDS FUND FUNDS FUNDS FUNDS FTE
FY 2016-17 APPROPRIATION:
HB 16-1405 (Long Bill) 306,849,429 35,996,004 43,978,954 220,362,604 6,511,867 1,090.0
Other legislation 403,183 0 0 403,183 0 0.0
TOTAL $307,252,612 $35,996,004 $43,978,954 $220,765,787 $6,511,867 1,090.0
FY 2017-18 APPROPRIATION:
FY 2016-17 Appropriation $307,252,612 35,996,004 $43,978,954 $220,765,787 $6,511,867 1,090.0
OFFICE OF THE GOVERNOR
R1 (GOV) Marijuana Office sunset (103,030) 0 (103,030) 0 0 (1.0
R2 (GOV) LEAN initiatives 500,000 500,000 0 0 0 0.0
COLORADO ENERGY OFFICE
R1 (CEO) Reauthorization of Clean and
Innovative Fund 5,100,000 0 5,100,000 0 0 24.0
OFFICE OF ECONOMIC DEVELOPMENT AND INTERNATIONAL TRADE
R1 (OEDIT) EDC reauthorization 5,000,000 5,000,000 0 0 0 5.0
R2 (OEDIT) Outdoor Rec FTE 97,500 97,500 0 0 0 1.0
OFFICE OF INFORMATION TECHNOLOGY
R1 (OIT) Secure Colorado 3,091,644 0 0 3,091,644 0 7.0
R2 (OIT) CO Technology Advancement
and Emergency Fund 2,000,000 2,000,000 0 0 0 0.0
R3 (OIT) Marijuana data coordination 1,109,625 0 1,109,625 0 0 0.0
R4 (OIT) Deskside staffing 1,095,218 0 0 1,095,218 0 8.0
R5 (OIT) Enterprise applications
realighment 0 0 0 0 0 0.0
R6 (OIT) Department of Revenue
telephone replacement 791,172 0 0 791,172 0 0.0
OTHER CHANGES
Annualize prior year budget actions 2,071,152 (5,000,000) 0 7,071,152 0 (4.0
Centrally appropriated line items 1,505,615 216,027 (24,530) 1,344,965 (30,847) 0.0
Technical changes 1,500,000 0 1,500,000 0 0 0.0
Non-prioritized request items 403,358 23,035 0 380,323 0 0.0
Annualize prior year legislation 308,467 626,370 (3,700,000) 3,382,097 0 (24.0)
TOTAL $331,723,333 $39,458,936 $47,861,019 $237,922,358 $6,481,020 1,106.0
INCREASE/(DECREASE) $24.,470,721 $3,462,932 $3,882,065 $17,156,571 ($30,847) 16.0
Percentage Change 8.0% 9.6% 8.8% 7.8% (0.5%) 1.5%

OFFICE OF THE GOVERNOR

R1 (GOV) MARIJUANA OFFICE SUNSET: The request includes a decrease $103,030 cash funds from
the Marijuana Tax Cash Fund and 1.0 FTE for FY 2017-18 to close the Office of Marijuana
Coordination and transfer the remaining $97,199 cash funds from the Marijuana Tax Cash Fund and
1.0 FTE to the Office of the Governor for long-term cross-agency coordination. The submittal
indicates that the short-term work of the Office of Marijuana Coordination is approaching
completion and the remaining work related to the State’s implementation of medical and
recreational marijuana policy can be absorbed by agencies in conjunction with the 1.0 FTE
requested for transfer to the Office of Governor proper.
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Note, a budget change such as the one requested does not require a statutory change. However,
statutory changes are required to sunset the Office of Marijuana Coordination and changes have
been requested. The provisions of current law requested to be amended include sections related
directly to the creation and duties of the Office (Sections 24-38.3-101 and 102, C.R.S.), as well as
references to the Office included in other sections of statute (e.g. Section 25-3.5-1006, C.R.S.)

R2 (GOV) LEAN INITIATIVES: The request seeks an increase of $500,000 General Fund for FY
2017-18 to provide process improvement and LEAN training opportunities to State employees. The
Office of State Planning and Budgeting currently has funds in its base appropriation to administer a
training program to approximately 80 State employees each year. The Office indicates that this
program, dubbed the Performance Management Academy, is not sufficiently funded to build on its
successes and to meet the training needs of a larger number of State employees. The goal of the
request requested is to scale up the Academy through a new delivery mechanism in conjunction with
the Department of Personnel’s Center for Organizational Effectiveness. The requested money
would be used to provide equal matching funds to State agencies to increase training opportunities.
The Office estimates that this appropriation would provide training for approximately 500 additional
State employees.

COLORADO ENERGY OFFICE

R1 (CEO) REAUTHORIZATION OF CLEAN AND INNOVATIVE FUND: The request includes two
components, each requiring statutory changes:

The Colorado Energy Office received its final annual transfer of $1.6 million General Fund to
the Clean and Renewable Energy Fund on July 1, 2016. This transfer occurred for five
consecutive fiscal years. Additionally, the Office received its final annual transfer of $1.5 million
of “off-the-top” severance tax to the Innovative Energy Fund on July 1, 2016. This transfer
occurred for five consecutive fiscal years, as well. The Office requests that these two transfers
be reauthorized for five additional fiscal years. These transfers have historically been used to
fund the personal services and operating expenses associated with the Office’s functions.

Under current law, the Colorado Energy Office receives an annual transfer of up to $6.5 million
from Tier 2 of the Operational Account of the Severance Tax Trust Fund to the Colorado
Energy Office Low-income Energy Assistance Fund. This transfer is used by the Office to
improve home energy efficiency through various weatherization initiatives. Per the September
2016 Legislative Council Services economic forecast, this transfer will not occur in FY 2016-17
or FY 2017-18 due to a decrease in the collection of severance tax revenue. To continue
providing weatherization services in the absence of revenue from severance tax collections, the
Office requests a transfer of $2.0 million General Fund to the Colorado Energy Office Low-
income Energy Assistance Fund for five years beginning on July 1, 2017.

For more information on the Colorado Energy Office and its current funding, see staff's briefing issue in this document
entitled “Funding the Colorado Energy Office” and “Appendix E Colorado Energy Office RFI Response.”
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OFFICE OF ECONOMIC DEVELOPMENT AND INTERNATIONAL TRADE

R1 (OEDIT) EDC REAUTHORIZATION: The Office of Economic Development and International
Trade seeks a 10 year extension of the July 1, 2017 repeal date for the statutory provisions that
create, authorize, and delineate the responsibilities of the Colorado Economic Development
Commission. Additionally, the Office asks for a continuation-level appropriation of $5.0 million
General Fund for FY 2017-18 and future years to fund the activities of the Commission.

For more information on this request, see staff's briefing issue in this document entitled “Reauthorization of the
Economic Development Commission.”

R2 (OEDIT) OUTDOOR REC FTE: The request includes an increase of $97,500 General Fund and
1.0 FTE for FY 2017-18 for the Office of Economic Development and International Trade to hire a
Deputy Director for the Colorado Outdoor Recreation Industry Office (ORec Office). The ORec
Office provides a central point of contact, advocacy, and support at the state level for the
constituents, businesses, communities, and groups that rely on the continued health of the outdoor
recreation industry in Colorado for their economic well-being. This Office is currently staffed by
one individual at the director level.

OFFICE OF INFORMATION TECHNOLOGY

R1 (OIT) SECURE COLORADO: The request secks an increase of $3,091,644 reappropriated funds
transferred from State agencies to the Office of Information Technology and 7.0 FTE for FY 2017-
18 for several initiatives related to the State’s cybersecurity program known as “Secure Colorado.”
The initiatives include:

An internship program to hire and train skilled military veterans;
Acquiring a governance, risk, and compliance tool (GRC) to document security controls;
Hiring additional staff to conduct internal and vendor security compliance monitoring;

Adding to the existing capabilities of the Office of Information Technology to address existing
high-risk security audit findings and build-out the capability to more quickly assess high-priority
security needs; and

Deploying a multi-factor authentication tool for enterprise identity management.

FY 2017-18 Secure Colorado Request

Item Amount FTE
Veterans Internship Program $912,125 1.0
Governance, Risk, and Compliance Tool 476,506 2.0
Internal and Vendor Security Compliance Monitoring 453,013 4.0
High-risk Security Audit Findings / High Priority Threats 250,000 0.0
Identity Management 1,000,000 0.0
Total $3,091,644 7.0

R2 (OIT) CO TECHNOLOGY ADVANCEMENT AND EMERGENCY FUND: The request includes an
increase of $2,000,000 General Fund for FY 2017-18 and future fiscal years for the Office of

Information Technology to make emergency I'T expenditures, address deferred maintenance of State
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agency IT assets (network, systems, and voice), and to provide additional services as requested (but
not funded) by State agencies. The requested money would be divided as follows:

Emergency I'T Expenditures — $500,000;
Deferred Maintenance of IT Assets — $1,000,000; and
Additional Services for Agencies — $500,000.

The request indicates that an “IT Advancement Steering Committee” would be formed to review
project status, allocate or revoke funding, and provide oversight to the technical operations of OIT
as it relates to expenditures of money appropriated for these purposes. This committee would
consist of five members at the Executive Director or Deputy Executive Director level from
executive branch agencies under the legal jurisdiction of OIT.

R3 (OIT) MARIJUANA DATA COORDINATION: The request secks $1,109,625 cash funds from the
Marijuana Tax Cash Fund for FY 2017-18 to create a data platform to identify, locate, assimilate,
store, analyze, disseminate, and present marijuana-related information. A report commissioned by
the Colorado Department of Public Safety found that the State has a medium to low capability to
collect data related to the impact of legalized marijuana. The current model for exchanging data
between agencies results in out-of-date information, issues with data ownership, issues with data
security, and issues with data formatting. This request aims to correct these deficiencies.

Specifically, OIT will develop tools to bring together data from all data owners in real-time for use
in a variety of applications specific to agency needs. This solution does not seek to remove data
from its existing databases, but rather calls for a series of tools that access the data in a secure
manner so that it can be combined with other data within applications used by agencies.

R4 (OIT) DESKSIDE STAFFING: The request includes an increase of $1,095,218 reappropriated
funds transferred from State agencies to the Office of Information Technology and 8.0 FTE for FY
2017-18 to add staff and contract resources to the Office’s End User Deskside team. This unit,
consisting of 112 employees, services State employee computer devices, including peripheral
equipment, such as printers. The Office indicates that the industry standard for deskside staff to

customers is 1:175. OIT’s current ratio is 1:253 and this request seeks to move the Office to a ratio
of 1:220.

For FY 2015-16, the group received 26,078 change orders, had an average of 1,194 open at the end
of each month, and had an average resolution time of 10.22 days. Note, in FY 2015-16, OIT took
the short-term step of enlisting six contract resources to address the backlog. For FY 2014-15,
without the contract resources made available for one year, the average resolution time was 19.08
days.

R5 (OIT) ENTERPRISE APPLICATIONS REALIGNMENT: The request secks a budget neutral
transfer of appropriations between line items in the Office of Information Technology for FY 2017-
18 to modify the current organizational structure of the unit providing support and maintenance of
approximately 1,700 applications for 17 State agencies. The current organizational structure is based
on a model of employees serving the needs of a specific application for a specific agency. As the
number of applications has been reduced through a General Assembly-funded project dubbed
“eliminate redundant applications,” the need to budget at the agency-type level (e.g. health services)
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has been replaced with a need to budget at the technology-level (e.g. shared services vs. agency

services).

R6 (OIT) DEPARTMENT OF REVENUE TELEPHONE REPLACEMENT: The request includes an
increase of $791,172 reappropriated funds transferred from the Department of Revenue to the
Office of Information Technology for FY 2017-18 to replace the legacy telecommunications system
at six of the Department of Revenue’s locations.

Department of Revenue Telephone Replacement Equipment Count

Location Phones Voicemail Call Center Agents
1881 Pierce 806 800 200
1375 Sherman 176 176 127
720 S. Colorado 109 109 0
17301 Colfax 68 68 0
350 W. Carr 32 32 0
147 Lawrence 48 48 0
Total 1,239 1,233 327
Department of Revenue Telephone Replacement Budget
Item FY 2017-18 FY 2018-19 FY 2019-20 and Beyond
Phones $438,606 $438,606 $438,606
Voicemail 88,776 88,776 88,776
Call Center Services 128,790 128,790 128,790
Project Management 135,000 67,500 0
Total $791,172 $723,672 $656,172
OTHER CHANGES

ANNUALIZE PRIOR YEAR BUDGET ACTIONS: The request includes adjustments related to prior year
budget actions, primarily decision items. The table below itemizes each requested annualization for

FY 2017-18.

ANNUALIZE PRIOR YEAR BUDGET ACTIONS

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL FTE
FUNDS FuND FUNDS FuNDS FUNDS
Annualize CBMS/PEAK annual base
adjustment $4,009,792 $0 $0 $4,009,792 $0 0.0
Annualize HRIS/KRONOS capital project
into operating budget 3,043,760 0 0 3,043,760 0 0.0
Annualize Voice services spending
authority 300,854 0 0 300,854 0 0.0
Annualize CBMS client correspondence 59,844 0 0 59,844 0 0.0
Annualize OIT End user configuration
management tool 6,605 0 0 6,605 0 0.0
Annualize prior year salary survey 0 0 0 0 0 0.0
Annualize EDC authority (5,000,000) (5,000,000) 0 0 0 (4.0)
Annualize HCPF Legacy systems and
technology support (325,000) 0 0 (325,000) 0 0.0
Annualize Niche Records Management
System (24,703) 0 0 (24,703) 0 0.0
TOTAL $2,071,152 ($5,000,000) $0 $7,071,152 $0 (4.0)
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CENTRALLY APPROPRIATED LINE ITEMS: The request includes adjustments to centrally
appropriated line items for the following: state contributions for health, life, and dental benefits;
merit pay; salary survey; short-term disability; supplemental state contributions to the Public
Employees' Retirement Association (PERA) pension fund; shift differential; vehicle lease payments;
workers' compensation; legal services; payment to risk management and property funds; Capitol
complex leased space; and Payments to OIT. With the exception of the Payments to OIT line item, all of
these requests will be addressed in a separate staff briefing presented by Alfredo Kemm for the Department of
Personnel on Wednesday, December 7. The Payments to OIT request is addressed in a briefing issue in this
document entitled “Statewide Information Technology Base Budget Request.” 'The table below itemizes each
requested centrally appropriated line item adjustment for FY 2017-18.

CENTRALLY APPROPRIATED LINE ITEMS

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL FTE

FuNDs FuND FUNDS FuNDs FuNDs
Salary survey adjustment $2,305,604 $173,146 $103,841 $2,004,506 $24.111 0.0
Health, life, and dental adjustment 534,864 146,987 (1,691) 358,363 31,205 0.0
Indirect cost assessment adjustment 283,026 (283,020) 0 566,052 0 0.0
SAED adjustment 247,607 21,503 (33,341) 272,813 (13,368) 0.0
AED adjustment 205,589 18,382 (35,700) 236,882 (13,975) 0.0
Capitol Complex leased space adjustment 105,715 56,325 0 49,390 0 0.0
Workers” compensation adjustment 98,246 10,153 0 88,093 0 0.0
Legal services adjustment 28,193 17,290 1,546 9,357 0 0.0
Leased space adjustment 24,000 0 0 24,000 0 0.0
Short-term disability adjustment 2,491 655 (1,368) 3,737 (533) 0.0
Payments to OIT adjustment (2,187,340) 223573 0 (2,410,919) 0 0.0
Payment to risk management / property
funds adjustment (86,281) (27,473) 0 (58,808) 0 0.0
CORE adjustment (53,777) (141,488) (57,817) 203,815 (58,287) 0.0
Shift differential adjustment (2,3106) 0 0 (2,3106) 0 0.0
TOTAL $1,505,615 $216,027 ($24,530) $1,344,965 ($30,847) 0.0

TECHNICAL CHANGES: Represents revenue forecast adjustments and various technical adjustments
included in the FY 2017-18 appropriation request.

TECHNICAL CHANGES
TOTAL GENERAL CASH FTE
FUNDS FuND FUNDS
Advanced industries true-up $1,500,000 $0 $1,500,000 0.0

NON-PRIORITIZED REQUEST ITEMS: Includes the annual fleet vehicle request from the
Department of Personnel and the Office of the Governor’s (division) share of the Secure Colorado
decision item in the Office of Information Technology. The annual fleet vehicle change request item will be
addressed in a separate staff briefing presented by Alfredo Kemm for the Department of Personnel on Wednesday,
December 7 The Secure Colorado request item is addressed in a briefing issue in this document entitled “New
Information Technology Funding Requests (Operating/Capital).” The table below itemizes each requested
non-prioritized item for FY 2017-18.

NON-PRIORITIZED REQUEST ITEMS

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL
FUNDS FuND FUNDS FuNDs FuNDs
NP OIT HCPF Benefit Utilization
System (BUS) $325,000 $0 $0 $325,000 $0
NP DPA OAC Electronic Case MS 54,429 0 0 54,429 0
17-Nov-16 16 govbrf

FTE

0.0
0.0



NON-PRIORITIZED REQUEST ITEMS

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL FTE
FUNDS FUND FUNDS FUNDS FUNDS
NP OIT Secure Colorado 15,652 15,652 0 0 0 0.0
NP OIT Deskside support 6,259 6,259 0 0 0 0.0
NP Annual fleet vehicle request 2,018 1,124 0 894 0 0.0
TOTAL $403,358 $23,035 $0 $380,323 $0 0.0

ANNUALIZE PRIOR YEAR LEGISLATION: The request includes adjustments related to prior year
legislation. The table below itemizes each requested annualization for FY 2017-18.

ANNUALIZE PRIOR YEAR LEGISLATION

TOTAL GENERAL CASH REAPPROPRIATED FEDERAL FTE
FuNDs FuND FuNDs FuNDs FuNDs
Annualize HB 14-1203 (Funding For
Digital Trunked Radio Sys Maintenance) $7,400,000 $3,700,000 $0 $3,700,000 $0 0.0
Annualize SB 16-069 (Community
Paramedicine Regulation) 38,080 0 0 38,080 0 0.0
Annualize HB 12-1315 (Reorganization
Of Governors Energy Office) (3,700,000) 0 (3,700,000) 0 0 (24.0)

Annualize HB 14-1011 (Advanced

Industry Economic Development

Funding) (3,073,630) (3,073,630) 0 0 0 0.0
Annualize HB 16-1227 (Exemptions

Child Support Reqmnts Child Care

Assist) (268,562) 0 0 (268,562) 0 0.0
Annualize HB 16-1047 (Interstate

Medical Licensure Compact) (66,100) 0 0 (66,100) 0 0.0
Annualize SB 16-030 (Motor Vehicle

Weight Violation Surcharges) (12,560) 0 0 (12,566) 0 0.0
Annualize HB 16-1097 (PUC Permit For

Medicaid Transportation Providers) (8,755) 0 0 (8,755) 0 0.0
TOTAL $308,467 $626,370 ($3,700,000) $3,382,097 $0 (24.0)
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ISSUE: FUNDING THE COLORADO ENERGY OFFICE

Current law funds the operations of the Colorado Energy Office primarily with a combination of
General Fund money and revenue from severance tax that is annually transferred into cash funds.
The Office requests, and staff recommends, that the Joint Budget Committee sponsor legislation to
continue funding the Office’s operations via transfers into its cash funds through FY 2021-22.

SUMMARY

The mission of the Colorado Energy Office is to improve the effective use of all of Colorado's
energy resources and the efficient consumption of energy in all economic sectors by providing
technical guidance, financial support, policy advocacy, and public communications;

The operations of the Office are funded with a combination of General Fund money and
revenue from severance tax that is annually transferred into three cash funds. The final statutory
transfers into two of three cash funds occurred on July 1, 2016. The third cash fund, which
supports the Office’s weatherization programming, is not forecast to receive any funding for FY
2016-17 or FY 2017-18 due to a decline in severance tax collections; and

The Office requests that the Joint Budget Committee sponsor legislation during the 2017 session
to reauthorize the annual transfer of General Fund money and revenue from severance tax into
two cash funds for an additional five years to fund its overall operations. Additionally, the
Office requests an annual transfer of General Fund into the cash fund that supports its
weatherization programming to partially offset lost revenue from decreased severance tax
collections.

RECOMMENDATION

Staff recommends that the Joint Budget Committee sponsor legislation to continue funding the
operations of the Colorado Energy Office for an additional five years with General Fund and
revenue from severance tax collections. Additionally, staff recommends that the Committee deny
the Office’s request to backfill severance tax funding with General Fund transfers for weatherization
programming and instead consider year-to-year direct General Fund appropriations as part of the
annual figure setting process for the Office, beginning with FY 2017-18.

DISCUSSION

Background

Beginning on July 1, 2012, via H.B. 12-1315 (Reorganization Of Governot's Energy Office), the
focus of the Colorado Energy Office statutorily changed from promoting renewable energy and
energy efficiency to encouraging all sources of energy development. Specifically, the post-2012
mission of the Office is:

“To improve the effective use of all of Colorado's energy resources and the efficient

consumption of energy in all economic sectors by providing technical guidance,
financial support, policy advocacy and public communications.”

17-Nov-16 18 govbrf



Today, the Office structure to accomplish this redefined mission consists of a Director position and
the following units:

Policy and Research (6.0 FTE);

Finance and Operations (7.0 FTE);
Administration and Communications (4.0 FTE);
Programs and Initiatives (7.5 FTE); and
Low-income Energy Services (9.0 FTE).

Current law funds the operations of the Colorado Energy Office (CEO) primarily with a
combination of General Fund money and revenue from severance tax that is annually transferred
into continuously appropriated cash funds on July 1% of each year. These transfers are made into the
following funds:

Funding the Operations of the Colorado Energy Office

Final Statutory

Cash Fund Source Amount Transfer Appropriation Type
Low-Income Energy Assistance Fund Severance Tax, Tier 2 *$6,500,000 July 1, 2018 Continuous
Clean and Renewable Energy Fund General Fund 1,600,000 July 1, 2016 Continuous
Innovative Energy Fund Severance Tax, Off-the-top 1,500,000 July 1, 2016 Continuous

*Under current law, the amount available for FY 2016-17 and FY 2017-18 is forecast to be zero.

Low-Income Energy Assistance Fund (Section 40-8.7-112 (3)(a), C.R.S.) — Money is statutorily
earmarked to improve the home energy efficiency of low-income households. The Office uses
the funds to retrofit households with low-cost and cost-effective energy efficiency measures
through the state weatherization assistance program, to provide heating system and other
appliance replacement, to supplement available funding for energy efficiency measures or
services offered to low-income households through electric or gas utility energy efficiency or
renewable energy programs, and to pay a portion of the cost for energy efficiency upgrades to
new housing built for low-income families.

Clean and Renewable Energy Fund (Section 24-38.5-102.4, C.R.S.) — Money is statutorily
earmarked, and used by the Office, for multiple purposes:

O To attract renewable energy industry investment in the state;

O To assist in technology transfer into the marketplace for newly developed energy
efficiency and renewable energy technologies;

To provide market incentives for the purchase and distribution of energy efficient and
renewable energy products;

To assist in the implementation of energy efficiency projects throughout the state;

To aid governmental agencies in energy efficiency government initiatives;

To facilitate widespread implementation of renewable energy technologies; and

In any other manner that serves the purposes of advancing energy efficiency and
renewable energy throughout the state.

o

O O0OO0Oo

Innovative Energy Fund (Section 24-38.5-102.5, C.R.S.) — The Fund may be used to support
existing, new, or emerging technologies that enable the use of a local fuel source, establish a
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more efficient or environmentally beneficial use of energy, and help to create energy
independence or energy security for the state. Money is statutorily earmarked, and used by the
Office, for multiple purposes:

O To overcome market barriers facing emerging and cost-effective energy technologies;

O To promote robust research, development, commercialization, and financing of
innovative energy technologies;

O To educate the general public on energy issues and opportunities;

O To attract innovative energy industry investment in the state;

O To assist in technology transfer into the marketplace for newly developed innovative
energy efficiency technologies;

0 To provide market incentives for the purchase and distribution of efficient innovative
energy products;

O To assist in the implementation of innovative energy efficiency projects throughout the
state;

0 To aid governmental agencies in innovative energy efficiency government initiatives;

O To facilitate widespread implementation of innovative energy technologies; and

O In any other manner that serves the purposes of advancing innovative energy efficiency
throughout the state.

Office Performance
Following the reorganization of the Colorado Energy Office via H.B. 12-1315, the Joint Budget
Committee submitted an annual request for information to the Office secking the following:

“The Colorado Energy Office is requested to submit a report to the Joint Budget
Committee on November 1%. At a minimum, the report shall specify the following
information with regard to the programs administered by the Office in the most
recent fiscal year: (1) the amount of moneys expended in the most recent fiscal year
from the Clean and Renewable Energy Fund, Innovative Energy Fund, Colorado
Low-income Energy Assistance Fund, and Public School Energy Efficiency Fund;
(2) the goals and objectives that the moneys in section (1) were intended to achieve;
(3) the performance measures used by the Office to monitor the status of moneys
outlined in section (1) against said measures; and (4) the status of the performance
measures outlined in section (3).”

The Office has responded to all components of this request on annual basis with a detailed report.
Each year Joint Budget Committee staff reviews this report, provides it to the Committee during the
briefing process for its review, and monitors the results to ensure that the funding provided by the
General Assembly is expended in a manner consistent with legislative intent to achieve its stated
goals. Through this process, the Office has demonstrated an ability to set meaningful and
measureable goals that align with statutory parameters and are consistent with available funds. In
terms of performance, the Office has successfully met the majority of its goals. To review the most up-
to-date version of its performance report, please see “Appendix E: Colorado Energy Office RFI Response™ of this
document.

Issues

There are two issues that must be addressed if the General Assembly wishes to continue funding the
operations of the Colorado Energy Office:
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Operating Funding Transfers Expire — The Office received its final annual transfer of $1.6
million General Fund to the Clean and Renewable Energy Fund on July 1, 2016 for use in FY
2016-17. 'This transfer occurred for five consecutive fiscal years. Additionally, the Office
received its final annual transfer of $1.5 million of “off-the-top” severance tax to the Innovative
Energy Fund on July 1, 2016 for use in FY 2016-17. This transfer occurred for five consecutive
fiscal years, as well. Money does not remain in either of these cash funds to cover the operating
costs of the Office for FY 2017-18.

Energy Assistance Funding Shortfall — Per the September 2016 Legislative Council Services
economic forecast, the transfer of up to $6.5 million from Tier 2 of the Operational Account of
the Severance Tax Trust Fund to the Low-income Energy Assistance Fund will not occur in FY
2016-17 or FY 2017-18 due to a decrease in the collection of severance tax revenue.

Proposed Solution
The Office requests that the Joint Budget Committee sponsor legislation to mitigate the issues listed
above. The legislation would accomplish the following:

Reauthotize the annual transfer of $1.6 million General Fund to the Clean and Renewable
Energy Fund for five additional years beginning on July 1, 2017. Specifically, the Office requests
amending Section 24-38.5-102.4, (IIT) (A), C.R.S. as follows:

“On July 1, 2643 2017, and each July 1 thereafter through July 1, 2646 2021, one
million six hundred thousand dollars shall be transferred by the state treasurer from
the general fund to the clean and renewable energy fund.”

Reauthorize the annual transfer of $1.5 million from “off-the-top” severance tax revenue to the
Innovative Energy Fund for five additional years beginning on July 1, 2017. Specifically, the
Office requests amending Section 39-29-108 (2) (a) (I), C.R.S. as follows:

“Of the total gross receipts realized from the severance taxes imposed on minerals
and mineral fuels under the provisions of this article after June 30, 2012, one million
five hundred thousand dollars shall be annually transferred on July 1, 2642 2017, and
each July 1 thereafter through July 1, 2646 2021, to the innovative energy fund
created in section 24-38.5-102.5, C.R.S.”

To continue providing weatherization services in the absence of revenue from severance tax
collections, the Office requests a transfer of $2.0 million General Fund to the Colorado Energy
Office Low-income Energy Assistance Fund for five years beginning on July 1, 2017.
Specifically, the Office requests adding a provision Section 40-8.7-112, C.R.S. as follows:

“ON JuLy 1, 2017, AND EACH JULY 1 THEREAFTER THROUGH JULY 1, 2021, TWO
MILLION DOLLARS SHALL BE TRANSFERRED BY THE STATE TREASURER FROM THE
GENERAL FUND TO THE COLORADO ENERGY OFFICE LOW-INCOME ENERGY
ASSISTANCE FUND.”

Additionally, the Office requests four statutory clean-ups to reflect its current programming:

17-Nov-16 21 govbrf



(O8]

Repeal the Green Building Incentive Program due to the completion of the pilot initiative
(Section 24-38.5-201 et seq., C.R.S.);

Repeal the Colorado Clean Energy Finance Program as the partnership with the Treasurer’s
Office was never implemented (Section 24-38.7-101 et seq., C.R.S.);

Repeal the Wind for School Grant Program due to this federal program’s level of inactivity
(Section 22-89-101 et seq., C.R.S.); and

Modify Section 24-38.5-102.5 (2) (c) (II), C.R.S. to eliminate language indicating that terms and
conditions for making grants or loans from the Innovative Energy Fund “shall be limited to
innovative energy efficiency projects and policy development.” The Office indicates that this
restriction unnecessarily limits its ability to expend funds to achieve the legislative intent of the
Innovative Energy Fund by not allowing grants and loans to be issued within the traditional
energy sector.

Recommendation

Staff recommends that the Joint Budget Committee sponsor legislation to continue funding the
operations of the Colorado Energy Office with General Fund and revenue from severance tax
collections for an additional five years. Specifically, staff recommends the following:

1

As requested, reauthorize the annual transfer of $1.6 million General Fund to the Clean and
Renewable Energy Fund for five additional years beginning on July 1, 2017. Staff considered
recommending an ongoing direct appropriation of $1.6 million General Fund beginning in FY
2017-18 rather than a statutory transfer of General Fund into a cash fund. The advantage of
the statutory transfer currently in place and requested to be continued into the future, however,
is that statute clearly delineates how the moneys shall be expended by the Office. Statute
provides more direction to the Office on the General Assembly’s intent of the funding than is
provided via a direct General Fund appropriation made to a line item in the Long Bill.

Amend statute governing the appropriation method of money in the Clean and Renewable
Energy Fund to the Office from continuously appropriated to annually appropriated. This
change is not requested by the Office. However, staff recommends an annual appropriation to
provide the General Assembly with a yearly opportunity to review and adjust the Office’s cash
fund spending authority from the Clean and Renewable Energy Fund based on the Office’s
performance and needs.

As requested, reauthorize the annual transfer of $1.5 million from “off-the-top” severance tax
revenue to the Innovative Energy Fund for five additional years beginning on July 1, 2017.

Amend statute governing the appropriation method of money in the Innovative Energy Fund
to the Office from continuously appropriated to annually appropriated. This change is not
requested by the Office. However, staff recommends an annual appropriation to provide the
General Assembly with a yearly opportunity to review and adjust the Office’s cash fund
spending authority from the Innovative Energy Fund based on the Office’s performance and
needs.
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Deny the Office’s request to transfer $2.0 million General Fund to the Colorado Energy Office
Low-income Energy Assistance Fund for five years beginning on July 1, 2017 to continue
providing services in the absence of revenue from severance tax collections.  Staff is
sympathetic to the Office’s desire to identify alternative funds to continue to improve the home
energy efficiency of low-income households in the state in the absence of severance tax
revenue. Given the volatility of severance tax revenue collections, though, it is feasible (but not
predicted) that revenue to fully fund the Office’s allocation of Tier 2 severance tax funding for
home energy efficiency will materialize. If the General Assembly were to grant the statutory
request to transfer $2.0 million General Fund into the Colorado Energy Office Low-income
Energy Assistance Fund for the next five years, there is potential that the Office could be
appropriated funds in excess of the $6.5 million in State money that is currently earmarked for
its program. (Note, the current funding level of $6.5 million does not provide sufficient money to meet the total
number of 600,000 weatherization-eligible housgholds.) Instead, staff recommends that the Joint
Budget Committee consider providing a year-to-year direct appropriation of General Fund to
the Office for its home energy efficiency program during the annual figure setting process,
beginning with FY 2017-18. This provides the General Assembly with annual flexibility to
adjust General Fund appropriations based on the availability of severance tax revenue.

As requested, include in the Committee-sponsored legislation the Office’s requests for four
statutory clean-ups to reflect its current programming.

Include other provisions in the Committee-sponsored legislation that correspond to relevant
recommendations included in the Office of the State Auditor’s performance audit of the
Colorado Energy Office. This audit is required by statute to occur no later than January 15,
2017, and is slated to be presented to the Legislative Audit Committee on January 10, 2017.
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ISSUE: REAUTHORIZATION OF THE ECONOMIC
DEVELOPMENT COMMISSION

The statutory provisions that create and delineate the roles and responsibilities of the Economic
Development Commission are slated to expire on July 1, 2017. The Office requests, and staff
recommends, that the Joint Budget Committee sponsor legislation to extend repeal of the
Commission to July 1, 2027.

SUMMARY

Created in 1987, the Colorado Economic Development Commission is tasked with encouraging,
promoting, and stimulating economic development and employment in Colorado;

The statutory provisions that create and delineate the roles of the Commission are scheduled to
expire on July 1, 2017. By statute the EDC is required to play an active role in approving
financial incentives and awards, setting policies, and overseeing many programs administered by
the Office of Economic Development and International Trade; and

If the authorization of the EDC repeals on July 1, 2017, the Office will not be able to offer a
variety of its programs, as required by statute. The Office requests that the Joint Budget
Committee sponsor legislation during the 2017 session to extend repeal of the Commission to

July 1, 2027.
RECOMMENDATION

Staff recommends that the Joint Budget Committee sponsor legislation to reauthorize the Economic
Development Commission and its duties related to directly providing incentives, overseeing various
other job creation incentive programs within the Office of Economic Development and
International Trade, and administering the Colorado Economic Development Fund.

DISCUSSION

Background

The Colorado Economic Development Commission (EDC) was created in 1987. The Commission
includes four members appointed by the governor (at least one person from west of the continental
divide and one person from the eastern slope), two members appointed by the Speaker of the House
of Representatives, and two members appointed by the President of the Senate. Additionally, after
September 1, 2013, the commission now includes two additional members (one appointed by the
Speaker of the House and one appointed by the President of the Senate) to represent advanced
industries. The commission meets at least once each quarter, and members serve without
compensation, but re entitled to reimbursement for actual and necessary expenses incurred in the
performance of their duties.

Broadly, the EDC is tasked with encouraging, promoting, and stimulating economic development

and employment in Colorado. It accomplishes its mission by developing incentive packages (in the
form of financial assistance such as loans, grants, and local match requirements) and package
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operating guidelines to assist with existing business expansions and new company relocations. One
of the EDC’s primary programs is known as the Strategic Fund. The Strategic Fund is a cash
incentive program whereby businesses must create and maintain permanent net new jobs for one
year before receiving an incentive. The incentive amount is based on a cost per job calculation that
considers annual average wage rate (county level), as well as whether the business is located in an
enterprise zone.

The legislature appropriates moneys each year to the EDC for the Strategic Fund program for job
creation incentives and other projects aimed at marketing Colorado to attract new businesses to
locate here. Beginning in FY 2013-14, the program has received an annual appropriation of $5.0
million General Fund for these purposes. Prior to FY 2013-14, the program received annual
appropriations between $1.0 million and $2.0 million General Fund. The Strategic Fund job
creation incentives yield a return of roughly $2,000 to $2,500 per job.

The Strategic Fund, however, is not the only program for which the EDC is required to have a role.

The programs authorized in current law for which the EDC is statutorily obligated to participate in
are as follows:

OEDIT Programs Requiring EDC Involvement (not including the Strategic Fund)

Program Purpose Statutory EDC Role
Job Growth Incentive Tax Credit Tax credits for job creation and retention Approve new awards
. . State sales tax increment financing to Approve modifications of and oversee
Regional Tourism Act . . . -
undertake increase regional tourism existing awards
Cash grants for advanced industries job Consult with OEDIT before awards are
Advanced Industry Accelerator Grants . .
creation and retention made

Cash incentives for film industry job creation

Film Tax Credit Program . Approve new awards
and retention
Film Loan Guarantee Program Cash loans for job creation and retention Approve new awards
Rural Jump Start Tax credits for rural job creation Approve eligibility criteria and awards
. Tax credits for job creation and retention in Approve designation or termination of
Enterprise Zone Program . ; .
economically distressed areas an enterprise zone
. Pooled loan-loss reserve fund to increase Contract with Colorado Housing and
Colorado Credit Reserve Program . . . .
access to capital for businesses Finance Authority

Issues
There are three issues identified by the Office of Economic Development and International Trade
or Joint Budget Committee staff related to the EDC and its funding.

Office Identified Issue — The statutory provisions that create and delineate the roles of the EDC
are slated to expire on July 1, 2017. As mentioned above in the background section of this
briefing issue, by statute the EDC is required to play an active role in approving awards, setting
policies, and overseeing many programs administered by the Office. If the existence of the
EDC repeals on July 1, 2017, the Office will not be able to offer a variety of its programs, as
required by statute.

Staff Identified Issue #1 — Statutory language is vague in its articulation of the mechanism in
which General Fund money directly appropriated to the EDC each year is transferred into the
Colorado Economic Development Fund.  Specifically, Section 24-46-105 (1), C.R.S. indicates
that:
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“There is hereby created a fund to be known as the Colorado economic
development fund...which shall be administered by the commission and which shall
consist of all moneys that may be available to it.”

The Office interprets the statute such that the final word in this section, "it", refers to the EDC,
thus each year it transfers direct appropriations of General Fund made to the EDC in the Long
Bill into the Colorado Economic Development Fund. It is staff’s opinion that statute is open to
interpretation, which is not advantageous to the Office, the EDC, or the General Assembly in
determining statutory intent and whether that intent is adhered to each year, as required.

Staff Identified Issue #2 — Statutory language is contradictory in describing the appropriation
requirements for money in the Colorado Economic Development Fund to the EDC. The first
component of Section 24-46-105 (2), C.R.S. states that:

“The moneys in the fund shall be subject to annual appropriation by the general
assembly...”

The second component of Section 24-46-105 (2), C.R.S., however, states that:

“Any moneys not expended or encumbered from any appropriation at the end of any
fiscal year shall remain available for expenditure in the next fiscal year without further
appropriation.”

The Office interprets this second component to indicate that the EDC may spend money in the
Colorado Economic Development Fund during any fiscal year without cash fund spending
authority being granted by the General Assembly. Itis staff’s opinion that this statute is open to
interpretation. It appears that money in the Fund is subject to annual appropriation, but then
allows all the money to be rolled forward for expenditure in future fiscal years without an annual
appropriation. It is staff’s opinion that this paradox is not advantageous to the General
Assembly because it allows the EDC to spend money in multiple fiscal years that was potentially
intended to be appropriated and expended in the same fiscal year.

Proposed Solution
The following requests were submitted to the Joint Budget Committee on November 1, 2016:

The Office requests that the Joint Budget Committee sponsor legislation during the 2017 session
to extend the repeal date for the sections of statute that govern the EDC to at least July 1, 2027.
This statutory provision is located in Section 24-46-106, C.R.S.

“This part 1 is repealed, effective July 1, 2047 2027.”

The Office requests that the current funding level of $5.0 million General Fund be maintained
annually on an ongoing basis. The request calls for a direct General Fund appropriation to the

“Economic Development Commission — General Economic Incentives and Marketing” line
item for FY 2017-18.
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The Office did not submit recommendations to address the two staff identified issues regarding
statutory concerns.

Recommendation

Note, it is staff’s opinion that the use of State tax revenue to provide incentives to private
companies falls outside of the core functions of state government. As Donald J. Hall, Jr., President
and CEO of Hallmarks Cards, once said: “If you’re looking at the competitiveness of a region, the
most important thing a region can do is to focus on education. And this use of incentives is really
transferring money from education to businesses.” Funding education has historically been a core
function of State government in Colorado, thus it is staff’s opinion that funding incentives for
private companies moves moneys from a core function to a non-core function at a time of ongoing
discussion regarding appropriate funding levels for K-12 education.

Proponents of job creating financial incentives frequently tout return on investment figures, but fail
to discuss and compare the return of investment had the funds been used for other functions, such
as education. Staff understands, though, that state governments in the United States have
normalized the use of tax revenue for economic development incentives to spur private sector
activity.  Financial incentives to motivate private sector entities to locate operations in one
geography over another are now commonplace across the country. Thus, staff’s recommendation to
extend the EDC and its roles and responsibilities (including the Strategic Fund program) are based
on its performance rather than philosophical discussion of the role of state government.

The funding the EDC has received in prior fiscal years for the Strategic Fund program has yielded
an average of $2,500 per job created or retained. This cost-per-job figure is significantly lower than
the most current research on the topic coming from Ball State University last month. The research
indicates that Indiana spends $6,000 to $8,000 in incentives for each job created, while some local
government entities have incentive programs that return only one job for each $30,000 invested.'

Based on the EDC’s success in fulfilling its statutory duties in a cost-effective manner, staff
recommends that the Joint Budget Committee sponsor legislation to reauthorize the Economic
Development Commission and its duties. Specifically, staff recommends the following:

1 As requested, amend the repeal date to extend the EDC and its functions through July 1, 2027.
The statutory provisions governing the operation of the Office of Economic Development and
International Trade and its programs place the EDC at the epicenter of all activities. If the
EDC was to sunset on July 1, 2017, the programs put in law by the General Assembly in prior
years would no longer function as statutorily required.

2 Amend statute to clarify that the Colorado Economic Development Fund may receive a
transfer at the end of a fiscal year of unexpended General Fund money appropriated to the
“Economic Development Commission — General Economic Incentives and Marketing” line
item. This change is not requested by the Office, however, it is staff’s recommendation that the
current statutory language is overly vague and could be clarified. Specifically, staff recommends
that the following provision, Section 24-46-105 (1), C.R.S., be replaced:

1 Faluk, D. & Hicks, M.J. (2013) An Analysis of State & Local Tax Incentives in Indiana.
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“There is hereby created a fund to be known as the Colorado economic
development fund...which shall be administered by the commission and which shall
consist of all moneys that may be available to it.”

Amend statute to clarify that money in the Colorado Economic Development Fund is subject
to annual appropriation by the General Assembly and that any money remaining in the Fund at
the end of any fiscal year may be expended in the following fiscal year if the General Assembly
provides a further appropriation. In absence of a further appropriation, the money remains in
the Fund earning interest. This change is not requested by the Office. Specifically, staff
recommends amending Section 24-46-105 (2), C.R.S. in a manner such as:

“The moneys in the fund shall be subject to annual appropriation by the general
assembly... Any moneys not expended or encumbered from any appropriation at the
end of any fiscal year shall remain available for expenditure in the next fiscal year
witheut WITH further appropriation.”

If the Committee opts to amend statute to clarify that money in the Fund is subject to annual
appropriation, as staff recommends, the Committee may wish to provide spending authority in
the Long Bill on an annual basis to allow the EDC to spend money from the Fund to meet its
incentive obligations. Note, an appropriation of cash funding spending authority may vary from
year-to-year. It is common for the EDC to offer incentives in one fiscal year and pay the
incentives out to companies in future fiscal years after companies have the met the obligations.
This causes yearly variations in expenditures from the Colorado Economic Development Fund,
and thus would necessitate fluctuations in cash fund spending authority each year.

As requested, consider the Office’s request for an appropriation of $5.0 million General Fund
for FY 2017-18 on its merits during the figure setting process.
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Gunbarrel

Metro / Boulder

25-Nov

Site Replacement FY15 operating funds

State Expansion Sites FY16

Colorado
Prospect Mtn NE/ Larimer 9-Jun-2015 Springs SC / El Paso 13-Aug-2015
Red Table NW / Eagle 30-Sept-2015
FY16 SITE REPLACEMENT FUNDING
Table Mtn NW / Grand Install Buena  Vista | §C / Chaffee 3-Sep-2015
pending CF
Buckhorn NE / Larimer 28-Oct-2015 Poncha SC / Chaffee 2-Sep-2015
Pending
zoning & Tenderfoot
Greeley NE / Weld property 11 SC / Teller 1-Sep-2015
decision
Point of Rocks NE / Weld 15-Oct-2015 Franktown NC / Douglas 23-Oct-2015
Betasso NC / Boulder 26-Oct-2015 DRDC CF NC / Denver 26-Jan-2016
Mead NC / Boulder 30-Sep-2015 Lamar SE / Prowers 26-May-2016
Ajax NW / Pitkin 10-Aug-2015 Holly SE / Prowers 25-May-2016
Lake Hill NW / Summit 13-Oct-2015 Firstview NE / Cheyenne 1-Jun-2016
Ramah NC / Elbert 30-Jul-2015 Dakota (+2) | Metro/Gilpin 29-Jun-2016
Boyero NE / Lincoln 15-Sep-2015 Deer  Peak | SE / Custer 28-Jun-2016
Limon CF NE / Lincoln 25-Aug-2015 Storm  King | SW / Montrose 22-Jun-2016
Hugo NE / Lincoln 17-Sep-2015 Monte Vista | SLV / Rio Grande 20-Jun-2016
FY17 SITE REPLACEMENT FUNDING
Rose Ridge SW/Gunnison 31-Aug-2016 Sheridan SE / Kiowa 16-Nov-2016
Crested Butte SW/Gunnison 30-Aug-2016 Ft. Lyon SE / Bent 1-Nov-2016
Whitewater (+1) | W / Mesa 4-Aug-2016 Toonerville SE / Bent Install pending
Sunlight W / Garfield 11-Aug-2016 Verdemont S / Custer Install pending
Castle Peak (+2) | W / Gatfield 9-Aug-2016 Carlton SE / Prowers Install pending
Badger (+3) SC / Park 5-Oct-2016 Springfield SE / Baca Install pending
Sacramento (+1) | SC / Park 2-Nov-2016 SITE CHANNEL EXPANSION to improve radio traffic capacity
M. Bailey (+1) | SC / Park 14-Sep-2016 Akron (+1) | NE / Washington 12-Aug-2016
Mr. Carmel SE / Baca 17-Nov-2016 Abajo (+1) SW / Utah 24-Aug-2016
Kim SE/Las Animas 15-Nov-2016 Ute Mtn (+1) | SW / Montezuma 23-Aug-2016
Valley SE / Otero 3-Nov-2016 Loveland Ski | NW / Summit 29-Aug-2016
State & State Partnering Expansion Sites FY17 Poncha Spgs | SC / Chaffee 22-Aug-2016
Comstock SW / Gunnison 17-Aug-2016 Eldora (+06) NC / Boulder 12-Oct-2016
Caviness SW / Montezuma 7-Oct-2016 Greenhorn S / Pueblo 2-Dec-2016
Toonerville- SE / Bent Install Hugo (+1) | SE/ Lincoln 4-Oct-2016
aircraft pending
Sheeps Knob | SW / Montrose 25-Aug-2016
W Mtn (+1) SW / Gunnison 26-Aug-2016
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It is important to note that PSCN engineering and technical staff provides all services related to DTRS equipment
ordering, receipt and inventory, pre-staging, distribution, site preparation and all installation services on these sites. The
PSCN has currently provided these services at 119 DTRS sites, with five site installs scheduled prior to calendar 2016 year
end. Vendor quotes for these services average $100,000 per site. This equates to the PSCN providing estimated cost savings
of 12.4 million dollars for the Colorado taxpayers, on state owned DTRS sites only. As previously stated, the PSCN assists
local governments with similar services where requested in an effort to promote growth of the DTRS and to foster valued
partnerships.

FUTURE FUNDING

HB 14-1203 FY18 funding will be directly applied toward continued replacement of the DTRS
legacy radios at remaining state tower sites. In addition, HB 14-1203 FY18 funding will include the
first of five system wide DTRS software platform upgrades. The DTRS software platform upgrade
from the current SR 7.14 to SR 7.16 is scheduled to begin in September, 2017, with full system
software upgrades biennially until the end of FY25.

The additional phases for the replacement of the state microwave backhaul network will be
aggressively addressed as each of the five primary infrastructure, or ‘back-bone’ rings is completed
and integrated. When installation of the Metro Ring is complete and operating as required, has been
fully tested and accepted, the northeast ring will follow, with the southeast, southwest and northwest
rings completing the project. We are working closely with local governments, as requested, to offer
technical and engineering support to local governments as they consider replacement or upgrade of
their links of microwave backhaul in concert with the state replacement project.

CHALLENGES

Additional tower sites are needed, especially on the western slope. Mesa County and the
southwestern area of the state are currently planning the addition of a number of DTRS sites to fill
coverage gaps. The Zone 2 Master Site Controller located in Grand Junction has reached port
capacity. We are currently unable to accommodate the addition of DTRS sites on the western slope
until an additional Zone Controller is purchased and integrated into the system. The new Zone
Controller will open the opportunity for DTRS growth through site expansion. Additionally, the
new Zone Controller will be utilized to off-load some of the sites currently ported to the Zone 2
Controller to more evenly distribute site connectivity. System ‘Tload-sharing’ at the Zone Controller
minimizes chances of widespread unplanned outages. It is a simple analogy of not ‘placing all your
eggs in a single basket’. This is especially critical for the safety of the public and the public safety
first responders. The PSCN is currently researching possible locations and the feasibility of adding a
Zone Controller in Montrose.

Private property tower lease and easement costs are escalating at an alarming rate. The PSCN
administrative staff works tirelessly with our private property landowners to negotiate the best and
lowest possible lease costs. Unfortunately, landowners are becoming increasingly unbending in their
demand for what we consider unreasonable lease costs. Over the past year the PSCN has
successfully negotiated with one of our federal partners, the Bureau of LLand Management, to grant
the PSCN staff permission to utilize the BLM easement agreements across private property to
DTRS sites on BLM lands. This partnership with the BLM is providing considerable and long term
cost savings to state taxpayers. However, for every site where we are able to achieve cost savings,
other private property land lease costs increase. The PSCN anticipates a future need to seek high
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level guidance in developing and deploying a formula for tower leases that would be considered fair
and equitable to our landowners and to our taxpayers.

CONCLUSIONS

The PSCN team takes great pride in offering this annual report as ongoing evidence of our
unwavering commitment, dedication, motivation, and capability to support, maintain, plan
and execute growth of the statewide public safety communications systems.

Funding initiatives and appropriations in support of public safety communications systems has been
clearly focused on desperately needed upgrades and improvements of our state radio systems. Our
PSCN teams have proven they are up to the task of aggressive installation and deployment of all
equipment replacements and software upgrades for improved system coverage and reliability.

In addition to the technical and operational sustainability of these systems, PSCN team members
remain actively engaged in a number of public safety communications organizations, users groups,
committees and sub-committees. Among those organizations and committees is the Homeland
Security Advisory Council (HSAC), the Public Safety Communications Sub-committee of the HSAC
(created through SB 14-127), the Consolidated Communications Network of Colorado, Inc
(CCNC), the Rocky Mountain Harris Users Group (RMHUG) and various other groups. Actively
participating in these committees and organizations aids us in keeping our ‘finger on the pulse’ of
our state public safety communications needs, as well as the local government issues surrounding
needs for improved coverage.
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